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1. SUMMARY. WHILE NONE OF THE ALTERNATIVE DEBT 
OPTIONS (REETEL) IS EXCLUDED FOR THE ERG, THE AID AND 
EINANCE MINISTRIES OEF-HAND PREEERENCE IS A LONG-TERM 
RESCHEDULING OE THE ENTIRE DEBT ON A SINGLE SET OF 
TERMS. THE ERG PLANS TO AWAIT THE IBRD REPORT BEEORE 
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DEVELOPING A DEEINITE POSITION, AND OUR SOURCES 
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BELIEVE THIS TACTIC IS LIKELY TO PRODUCE THE MOST 
GENEROUS ERG POSTURE. EMBASSY BELIEVES ERG'S EVENTUAL 
POSITION ON FORGIVENESS OE DEBT MAY BE MORE STRONGLY 
NEGATIVE THAN PRELIMINARY COMMENTS REPORTED BELOW. 

END SUMMARY. 

2. WE HAVE CONSULTED REGARDING THE OPTIONS IN REETEL 
WITH AID MINISTRY ACTING ASSISTANT SECRETARY OPPELT 
AND WITH THE EINANCE MINISTRY TO CLARIEY BUDGET AND 
LEGAL CONSTRAINTS. BOTH STRESSED THAT THEIR REACTIONS 
HAD TO BE CONSIDERED VERY INFORMAL AND TENTATIVE SINCE 
THE ERG HAS NOT CONSIDERED SPECIEICALLY ANY OE THE 
QUESTIONS WE RAISED. (ALSO, BEST INFORMED ERG EIGURE, 
CONSORTIUM DELEGATE KLAMSER, IS OUT OE THE COUNTRY) 

3. NONE OF THE THREE ALTERNATIVES IN THE REETEL IS 
OUT OE THE QUESTION AS EAR AS THE ERG IS CONCERNED ON 
LEGAL, BUDGETARY OR IMMUTABLE POLICY GROUNDS. 

BOTH OUR AID AND EINANCE MINISTRY SOURCES, HOWEVER, 
EXPRESSED A PREEERENCE EOR ALTERNATIVE THREE ON PRECEDENT 
AND INSTITUTIONAL GROUNDS. THEY BELIEVE THAT A MORE 
COMPREHENSIVE RESCHEDULING ON A SINGLE SET OE TERMS WILL 
AVOID THE MOST DANGEROUS PRECEDENTS EOR OTHER LDC 
DEBTORS (EORGIVENESS, HIGHLY CONCESSIONAL TERMS AND 
DIEFERENTIAL TERMS). ALSO, ALTERNATIVES ONE AND TWO 
WOULD REQUIRE PRIOR APPROVAL PROM THE BUNDESTAG BUDGET 
COMMITTEE, ALTHOUGH THIS APPROVAL WOULD BE IN DOUBT ONLY 
IN THE CASE OP ALTERNATIVE TWO. NEITHER OUR EINANCE OR 

AID MINISTRY SOURCES SKIPPED A HEARTBEAT AT OUR MENTION O 
A DEBT WRITE OFP, BUT BOTH STRESSED THAT THIS ALTERNATIVE 
WOULD PRESENT THE MOST DIPPICULTIES EOR THE ERG. THE 
EINANCE MINISTRY WAS UNCONCERNED ABOUT PRECEDENT-CREATING 
EPPECT OP A NON-DEPAULT RESCHEDULING, NOTING THAT A 
PRECEDENT ALREADY EXISTS (INDIA). 

4. THE ERG DOES NOT PLAN TO PIRM UP A POSITION ON A 
PAKISTAN RESCHEDULING UNTIL THE IBRD HAS PRESENTED ITS 
REPORT AND PROPOSALS (WHICH EVERYONE HERE SEEMS TO 
ASSUME WILL HAVE BEEN WORKED OUT WITH THE U.S. IN 
ADVANCE). AT THAT POINT THE FRG WOULD BE STRONGLY 
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INPLUENCED BY THE NATURE OP THE IBRD PROPOSAL. OUR 
SOURCES STATED THAT ANY EFPORT TO GET A MORE FORMAL 
REACTION PROM THE ERG PRIOR TO THAT POINT WOULD PROBABLY 
PRODUCE A LESS PORTHCOMING ERG POSITION. 

5. COMMENT: IN ONE KEY RESPECT, THE ATTITUDE TOWARD 
DEBT EORGIVENESS, THE EMBASSY RELIEVES THE FRG'S 
EVENTUAL, CONSIDERED REACTION MAY BE MORE STRONGLY 
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RESENT THAN THE PRELIMINARY REACTIONS ABOVE. TRADE, 

AID AND THE RESULTING DEBT ARE THE HEART OF THE FRG'S 
RELATIONSHIP WITH LDCS. THE VOLUME OE DEBT OWED THE 
ERG BY LDCS IS SUBSTANTIAL. THE MORE ERG OEFICIALS 
PONDER THE PRECEDENT-CREATING EFEECT OE A DEBT WRITE-OEE 
THE MORE ENTHUSIASTIC THEY ARE GOING TO BECOME ABOUT 
OTHER MEANS OE ACCOMPLISHING A SIMILAR RESULT EOR 
PAKISTAN. 

HILLENBRAND 
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